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Lease Agreement made and entered into this 22nd

day of August , 1978, between Emons Industries, Inc.,

(hereinafter called "Lessor") and Waterloo Railroad Company
(hereihafter called "Lessee").

WITNESSETH:

- — —— —— —— o - -

WHEREAS, Lessor o@ns or wiil acquire railroad.
freight cars and desires to lease certaih railroaa cars to
Lessee; and

WHEREAS, Lessee is agreeablé'to leasing
railroad cars from Lessor, subject to the tgrms and
conditions of this Leas; Agreement. ) v
NOW, THEREFORE, the parties heréto agree as

fo;lows:_

1. Scope of Agreement

’

A. Lessor agrees ﬁs,lease to,Lessee'and‘Lesseeb
agrees to lease from Lessor during the term.éf this Lease
Agreemént, One hundred_(lOO) seventy ton,'fifty foot boxcars
.constructed for Lessor by Illinois Central Gulf Rai;rcad |
Company, hereinafter collectively referred-to as the
"Boxcars". / B

B. Lessee shall place its identifying marks on

the Boxcars and shall collect mileage charges and car-hire

‘révenues (including both regular per diem and when

~applicable incentive pér diem). It is qnderstood'that title

to the Boxcars shall at all times be and remain in Lessor
and that Lessee shall not have any right, title,.or interest
in and to any of the Boxcars, except as a lessee hereunder.
Lessee agrees that it will at no time take any action or

file any document which is inconsistent with the foregoing

E



intent and that it will take such action and execute such
documents as may be necessary to accomplish this intent.
2. Term

'A. This Lease Agreement shall reméin in full
~force until it shall have been terminated as to all of the
Boxcars. The initial term of the lease as to each Boxcaf{‘ 
’shallAcdmmenCe on acceptance and shall extend for fifteen
(15) yeafs‘frOm the date of acceptance of the laét chcar;
uhiéss sooner terminated as hereinafter provided.

B. If this Lease Agreement has not been N

‘earlier terminated and no Event of Default (as.defined
herein) has occurred and is continuing, the term with
respect to each Boxcar shall be automatically extended for
not more than five consecutive periods of twelve months each
after the end of the initial term. Either parfy-shall haQe
the right'to terminate the lease. as to any Boxcar upbn
‘expiration of the initial term or any renewal tétm |
appiicable to such Boxcar by giving written notiée, in thev
cése of the initial term, at least ninety (90) days but no
more than one hundred and eighty (180) days pfior to the
expiration of the initial term or in the case of any rene&al :
,term,-sixty‘kGU) days prior to expiration of such renewal

term.

3. Supply Provisions |
A. Lessor will inspect each Boxcar tendered by
the manufacturer for délivery to Lessee. If the Boxcaiv
cbnformé to the Speéifications'of the equipment ordered by
Lessor, and to all applicable governmental regulatory |
:specifications, Lessor will accept delivery thereof étAﬁhé
ménﬁfacturer's facility and shall notify Lessee in writing

of such acceptance. AThe‘leasé shall commence as to each



'Boxéar upon acceptance by Lessor and notwithsfanding'that
‘Lessge may not have immediate physical possession upon
'completion of construction of the Boxcar, Lessee agrees to
begin on said date the payment to Leséor of the charges
provided for .in this Lease Agreément(

B. Lessee agrees to use reasonable efforts,
consistent with Lessee's then current car utilization |
practices, to keep Lessor's Boxcars in regular service.

4., Railroad Markings

| A, Lessor agrees that at Lessor’'s expense the
Boxcars will be lettered with the name and/of other insignia
used or designated by Lessee. In addition, the Boxcars will
be lettered, at Lessor's expense, with the name of the owner
and/or the bank or other financial institution as a secured
pérty. Such name or insignia shall comply with all
applicable regulations and shall be affixed to the Boxcars
in the:space directly above Lessee's reporting marks.

B. Uﬁless prohibited from doihg so, Lessee
shall during the term of this Lease Agregmentvprepare énd
filé all documents related to the registration, mainténance
and recotd—keeping function normally performed by Lgsseel_

- with respect to equipment similar to the Boxcars. Such
matters shall include, but are not limited to: (1).
registration of the equipment in the Official Railway
Eqﬁipment Register and the Universal Machine Language
Equipment Register (UMLER); and (2) such reports'as may be
required from time to time by the I.C.C. and/or other
regulatory agencies with respect tclthe equipment. thhing -
in. the foregoing shall restrict‘or prdhibit Lessor from .
préparing and filing such elections, contents or.reports as
may be necessary'or requi:ed by reason of its owﬁérship of:

the Boxcars.



C. Lessee, at Lessor’'s expense for all
reasonably incurred costs, shall on behalf of Lessor and at
the direction of Lessor, perform, Or arrange for the perfor-

mance of, all record-keeping functions related to the use of ;

tthe’Boxcars by Lessee and other railtoads-in-acédrdance with.

AAR railroad interchange agreements and rules, such as
car—hxre reconcxllatlon. The cost of such functions
required as of the date of this Agfeement is $1.25 per car
. per month. Lessor agrees to pay any additional cost
required because additional records or record?keeﬁing-
| functions are required and any increased ccsté dué;to‘
- increased labor rates (plus costs based thereiﬁ). |
CbﬁreSpondence from railroads using such Boxéars shali‘bé |
addressed to Lessee at such address as LesSée shall séleét;
D. All record-keeping performediby~LeSSee
hereunder and all record of payments, charges and
correspondence related to the Boxcars shall be reécrded andl
'maintained by Lessee in a form sultable for reasonable |
_1nspectlon by Lessor from time to time during the regular
busxness hours of Lessee or the person who has posse331on of
such records. Lessee shall supply Lessor Wlth such reports
' regarding thé use of Boxcars by Lessee on its}railrogd line.
. as Léssor méy'reasonably request. All expenses inéurred by
or for Léssee related to record-keeping required herein
shall be reimbursed to Lessee by Lessor on'a_céiendar
quarter basis. | |

5. Maintenance, Taxes and Insurance

‘A, Lessor will pay all costs, expenses, fees
ahd charges incurred in connection with the use and
'operatidh of each Boxcar during the Lease term and any

‘extension thereof as to such Boxcar, including but not



1imited.to repairs, maintenance and servicing unless the
séme is 'proximately caused by the negligence of Lessee while
the Boxcar was in the physical possession of Léssee.‘ All
proceeds collected by Lessor from any applicable warranty 6?
claim against a third party shall be used to repair the
chcafs.to which it applies, except as prdvided in Section 6 .
(2) hereof.

If a Boxcar is damaged on the line of a third
éarty railroad, Lessee agrees. to use its best reasqnablé_
efforts to obtain payment of the appropriate améﬁnt'pursuant
to Rule 107 of the Field Manual of the Association-of
American Railroads (AAR) Interchange Rules and shall remit
such amount to Lessor. Lessor shall remain respépSible for
arranging'for repair of such Boxcar. | | B

B. It is the intent that Lessor ha?é_ali_of
the rights and obligations of the owner of the»Equipmént
(including but not limited to inspéction, maintenance,
repair obligations), éxcept for any rights rgsgrvgd.or_éiven
to. Lessee herein‘including but not limited to'thg right to
collect car-hire payments. Lessee shall have the'rightlat_
Lessor's expénse_tovperform all such obliéations requirgd:of
an owner under the Code of Interchange Rules promulgatediby
the .* AAR and Lessee may make or cause to be made
corrections to "Owner's Responsibility" defects as defingd_‘
'in Rule 96 of the Field Manual of the AAR Inteﬁchange éu;es
at Lessor's expense to facilitate continued usevof é Boxéér,.
‘but shall not otherwise make any repairs, alterations,
improvements or additions to the Boxcars without Lessor's
ptidr written consent. If Lessee does not, for‘any,reasoh,:'
perform'suéh obligations required of an ownérxér doeé not

make such corrections, Lessee shall follow instructions



given by Lessor to accomplish such corrections at Lessor's
expense. Furthermore, Lessee agrees that it will nof
perform or authorize performance (when authorization is
necéssary) of any repair work costing in excess ofAFive
Hundted_Dollars ($500), without Lessor's wriﬁten,c&nsent. o
Such Five Hundred Dollar limitation shall be subjeét to
Aeacalation‘in accordance with any increase in standard AAR
Iébgr rates. If Lessee makes a material altefation‘to any
Boxcar without Lessor's prior wfitten conseﬁt, Lessee shall
be liable to Lessor for any éar—hire revenues loéﬁ due.td
such alteration. Title to any such alteration, improvement
or addition occurring in the course of or as a result of
normal and customary maintenance shall be and remain with.
Lessor. |

Lessor shail also make,_at its'expenée; all
alterations, modifications or replacement of pafts, éé shail
be necessary to maintain the Boxcars in good opeféting :
conditiqn throughout the term of the Lease Agreement.

C. Lessee will at all times while this Lease
Agreement is in effect be.responsible for the Boxcars'Wﬁile
. they are on Lessee's .railroad tracks in.the same manﬁet £hat
Leséee is responsible under Rule 7 of the AAR Car Service
and Car Hire Agreement Code of Car Serviée Rules - Fréight
for‘cafs not owned by Lessee which are operating on Lessee's
;aiiroad tracks. However, notﬁing in said Rule 7lsha11 be
construed to require Lessee to be responsible Eor,cat?hire.
paymenté when oné or more of the Boxcafs are on‘Lesseé's
_line. Lessee agrees to enforce on Lessor's beﬁalfkand at
Lessor's direction and expense all rights against carriers

handling a unit of Equipment which becomes damaged while on

such carrier's line,



D. Lessof aérees, at its expense; to keeé the

Boxcars adeéuately:insured. Lessor shall defen&, protect
and-indémnify Lessee'sgainst'the consequenseS'of‘any-and all
-liability involving the Boxcars fexcept liability
’proximately caused by the negligence of Lessee) by obtalnlng
1nsurance naming Lessee as an insured party.- All said
'1nsurance shall protect‘all interests of Lesseeiand be for-
such risks including the liability»fer public liability and
property damage and shall provide for limits acceptéble‘to‘
LesseeVWith‘a,deductible.which'does not exceed $;bo,poo,;
Thevpoliciesvshall»be written by insuters aeceptablé so -
| Lessee and shall provide for ten (10{ days written netiee of
cénsellation;'rest;iCtion,or reduction of coVerage. n
Certificates evidencing such 1nsurance shall ‘be dellvered.to E
Lessee'priOIrto commencement of the lease term as to the
firs£ Boxsar. |

| .E. Lessor agrees to reimburse Lessee fbr,él;;.
taxes, aséeSsments and other governmentallcharges of |
'whatseever kind.or character paid by'Lessee:relsting tq eaeh.
.Boxcar which may be accrued, levied, assesseé qr.imposed on
Lessee-dusing the term of this Lease Agreement (ekcept~for'
taxes based on Lessee's income). Lessor shall have thé 
right at. its sole risk and expense to contest asy such
taxes,‘assessments or governmental charges.. Lessee agrees
. to glve reasonable a551stance to Lessor in connectlon w1th
the conduct of such protests, but Lessee shall have the
vrlght to take action regarding such matter as Lessee deems
eapp:opriate and in the best interest of Lessee. LeSsd;
. 'shall assume responsibility for all liability, costs'shd
vpenaltles resulting because of such contest and agrees to

indemnify Lessee therefor.



Statements as to Taxes which are payable to the
Iowa taxing authorities are generally available
approximately 30 days prior to due date for payment. Upon
receipt of such tax bills or statements by Lessee, Lessee
will furnish a statement to Lessor of the amount for which
LesSor is responsible hereunder. Lessor agrees to promptly
remit such amount to Lessee so that it can be used for
payment of the tax bills before they become overdue. If'
Lésscr's payment is delayed, Lessor shall be responsible for
“any liability, costs and penalties for which Lessee becomes
obligated because of suéh delay. Except to the extent
permitted by law while conducting a contest of any such tax
by appropriate proceedings, Lessor will not withhold payment
to Lessee because of a dispute over the amount due, but

Lessor and Lessee will resolve such dispute at a later time.

Lessor shall identify in writing its authorized
representative relative to tax matte;s under this Lease
Agreement. Lessee shall consult with such authorized
representative prior to filing of any tax report or tax
return involving the Boxcars_in order to give such
authorized representative a reasonable oppértunity to make
recommendations to minimize Lessor's tax responsibility.
Lessor agrees that such recommendations will be made in a
manner which will not delay Lessee in meeting any deadline

of the taxing authority. Lessee agrees to follow any

reasonable recommendation made by Lessor's authorized




representative so long as such recommendation does not, in
Lessee's sole reasonable opinion, adversely'affect Leésee in
any way. Lessor‘shall be responsible for all additional
costs and expenses, incurred by Lessee in followihg such
recommeﬁdation, aﬁd all liability, costs and_penalties.A
. resulting from{fqllcwing such reccmmendétiohs. o |

| Lessee agrees to give Lessor's authorized
fepfesentative prior notice of any meeting conéucted.with‘
the taxing authority regafding,téxes for which Lessor is
respbﬁsible-hereundef.' Such notice shall be given in order
to give Lessor's authorized representative reasonable
opportunity to attend such meeting. .4

' Lessor shall have tbe.rigﬁﬁ,at its sole_risk

-and expense to contest or appeal.any rﬁling méde by ény k
.taxing authdrity.reéarding ta#es for whiqh_Lessor is |
responsible hereunder.

F. Upon-written-notice-from Lessee, Pgssof
égréesfto pay to Lessee prior to the due date of Léssee'é
next succeeding rental payment, the amouﬁt charged to’Léssee
for repairs to one or mdre of the'Boxcars which are
performed by railroads other.thah Lessee, Timely_paymeﬁt.is
required to enable Léssée to meet its obligation'to,such

other railroad.

6. Rental Charges
. The term "Maximum Utilization” relativévto the
.Bokcars shall.mean.utilization of the Boxcérs which results‘
in the collecti&n of the maximum car-hire revenués 
‘ (exclusive of mileage and penalties) which the Boxcars could
have earned in a given period of time.
Lessee agrees Eo pay the following rental

-charges to Lessor with respect to Boxcars:



~{1) Subject to item (5) of this Sedtion.G, an

amount equal to lOO%'(one~hundred percent) of the mileage
charges‘and-penalties relative to the Boxcars collected {by
payment or credit) by Lessee from other railrocads in a
calendarvquarter plus an amount equal to the other car—hire.
lfevenues-(including,.but-not 1imited‘to, both per diem and
incéntiVe ber diem) collected (by ﬁayment or credit) by
. 4Lessee from other rail;oads up to 85% (eighty~five percent) '
of Maximum Utilization for such calendar quarter. Lessee
shall retain all car-hiré revenues above 85% (eighty-five
péfcént) of Maximum Utilization for such,quaiter.
| | Lessee agrees to use its bestvreasbnable
efforts to collect any amounts due £rom other raii;§a§s.f§t_
éér hire and any penalties collected shall be.aadéd'tb .
car-hire revenues to determine the amount due fq'iessor
hereundef. If Lessee fails to use its beét reasonable
efforts to collect any amounts duq,from anothgr railrbad
after:receipt by Lessee of written notice from Leésdr
specifying‘such'failure and specifying ;easonablé aqtioﬁ
that is available to Lessee to collect such améunt, Leséor
shall haﬁe,the right to proceed by'appropriatg~courp‘actioh'
to obtain a decree reéuiring specific perfépmance by Lésseé.

| (2) ‘In the event destruction of a Bogcar'has
vbeen reportedlin accordance with Rule 107 of the Field
Manual of the A.A.R. Interchange Rules and the'appropriate 
amount due as a result thereof is received by Lessar,'said
destroyed Boxcar will be removed from this Lease Agreement
as of the date that payment of car-hire revenues ceased. *

'Titie to any destroyed Boxcar shall be covered by the

applicable provisions of the AAR Interchange Rules.
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For purposes of this sub-Section (2), the term

"destroyed” shall be defined as set forth in said Rule 107.
| ﬁpon receipt of the apéropriate amount, Lessee
sﬁall promptly'remit same to Lessor.

(3) 1In the event that utilization in any
quarterly period shall fall below 75% (se#enty-five percent)
of the Maximum Utilization for such guarter, Lessor may, at
-its sdle option and expense and upbn not less than fifteen -
{15) days prlor written not1ce to Lessee, termlnate this
.Lease Agreement as to such number of Boxcars as Lessor shall
desire up to the number which must be eliminated to arrlve
at 85% (eighty-five percent) of Maximum Ut111?atlon 1n the
applicable quarterly period.

| In the event utilization falls below 85%
{({eighty~five percent) of Maximum Utilization in any |
quarterly pgriod, Lessor may, at ité»option upon not less
.tﬁan fifteen (15) days prior written notice, reqﬁire Lessee
to suspend Car Service Rules 1 and 2 as to the Boxcars. |
| If such utxllzatxon falls below 75%
{seventy-five percent) of Maximum Utilization Or 85%
(eighty-five percent) of Maximum Utilization in any
quarterly period, Lessee shall have the right to eliminéte 
‘Lessar's.remedies for such shartfall by remitting to Lessor
éh amount of money which, when,édded to other car-hire
earnings derived by thevBoﬂcars'in the said quarterly.
period, will give Lessor the level of earnings expected if
such utilization had attained the level 6f 75% {seventy-five
percent) of Maximum Utilization or 85% (eighty—five percent)
of Maximum Utilization (as the case may be).
: . | (4) To enable Lessof to meet its financial

lcommltments, Lessee shall pay to Lessor on a monthly basis
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an amount equal to the car-hire revenues which the Boxcars
would have earned had they achieved 85% (eighty~fivé
percent) of Maximum Utilization plus 100% (one~hundred
pércent) of the miléage and penalties actually collected by
or credited to Lessee on the Boxcars during such month. The
monthly payments shall be made within se#enty {70) days
after the end of each such month. |

The calculations required in sub-Sections 1, 2
and 3 abgve shall be made as soon as practicable but in any  
~event within four months and ten days after the end of eaqh
calendar quarter and any adjustment of the amount paid by-'
Lessee as hereinbefore provided shall be made within ten
(10) days after the end of said four-month and ten day
_period by payment of an additional amount from Lessee to |
Léssor or by repaymentlby Lessor to Lessee. If Lessor fails
to repay‘any amount due hereunder, Lessee shall have tﬁe
right_to retain rental payments to cover such amount.

{5) Lessor may, at its sole thion and -
expense, terminate this Lease Agreemeﬁt if the I.C.é, shali,_
at anyAtime issﬁe an order which has the effect of
eliminating incentive per diem as to the Boxcars without a
corfesponding increase in standard per diem or other
ﬁevenﬁes available to Lessee as to the Boxcars in an amoUht
‘at least equal to the amount of such reduétion; |

(6) Lessee shall have the right to grant‘per 
diem relief to an affiliated railroad perforﬁing repairs ﬁo
any of the Boxcafs during the period of work on said Boxcar,
unless.damages occurred on the line of . such affiliate. No
such pef diem relief shall be given for perfprmance éf
ordinary running repairs. Upon exercise of such :igh£ by
Leﬁéee, Lessee shall promptly notify Lessor of tﬁé
circumstances and conditions relative to the dahégéa Boxcar

or Boxcars.
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7. Possession and Use

A. 5o long as Lessee is not in default under
this Lease Agreement, Lessee shall be entitled to the
possession, use and quiet enjoyment of the Boxcafs,in
accordance with the terms of this Leasé Agreement and in the
manner- and to the extent Boxcars are customarily_used ;n»thg‘_
railroad freight business. Lessee agrees that to the extent
it has physical‘possession and can contrql'hSe of the
Boxcars, the Boxcafs will at all times be used and operated
under and in compliance with the laws of the jurisdiétion in
which the same may be 1écated and in compliance with'all
lawful acts, rules and regulations and orders of ény
governmental bodiés or‘officers having power to regulate or
supéfvise the use of such property, except that either
Lessor or Lessee may in good faith and by app:opriate
proceedings contest the application of any such rule,
regulétion or order in any reasonable manner at the‘expehse
of the contesting.party. |

B. Lessee will noﬁ-directly créate,_indur,v
"assume, or suffer to éxist any mortgage, pledge, lien,
charge, encumbrance, or other seéurity inferest or claim
(hereinafter jointly and severally referred to aé
"impositions") on or with respect to the Boxcars or any
interest therein or in this Lease Agreement; except any
‘Impositions created, assumed or suffered by Lessor. Lessee
will; at its expense, promptly také such action aS’maykbe
necessary to duly dischérge any such Impositions if the SSme
shall arise at any time, except for Impositions creéted,
“assumed_or suffered by Lessor.

8. Default Remedies Upon Default

A. The occurrence of any of the following

events shall be an Event of Default:
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(i) The nonpayment by Lessee of any sum
required hereunder to be paid by Lessee w1th1n flfteen (15).
days after receipt by Lessee of written notice thereof;
{(ii) The default by_Lessee under.anybofhe:
term, couenant or condition of this Lease Agreement which is
not cured within thirty (30) days after'receipt-by Lessee éf
written notice thereof from Lesser;
| (iii} Any affirmative act of insolvency by
Lessee or the filing bvaessee 6f any petition or action
under any bankruptcy, reofganiiation, insolvenéy.er
mo:atorium lau, or any/other law or laws for the reliefnof,
lor'relating to, debtors, or any such act or‘filing by’an
aff111ate of Lessee Wthh substantlally impairs the capa01ty-
"'of Lessee to fulfill 1ts performance under this Lease
Agreement; _ . .
| (iv) If Lessee or its Sharehoiéef shall be
_adjudiéated a.bankruptvunder_the Bankruptcy Act;’aiseontinue
its operations.as the same are present;y:being conducted_
under Chepter 77 of the Bankruptcy Act; or fhis_Leese
Agreement shall at any time for any reason cease to be»in
Full force and effect or be declared to be nuil_and veid, or
the'validity or enforceability thereof shall-be contested in
court or 1n any insolvency or reorganlzatlon proceedlng by
Lessee,.the Trustee of Lessee's propertles, any bankruptcy
court or any other entity, or Lessee or any such person, ‘
shall deny that Lessee has any. . further llablllty under thls’
Lease Agreement; or
| (v) The subjection of any of the Lessee's
ptoperty to any levy, seizure ‘assignment, applicaﬁion'or
mﬁl@ for or by any C[letOf or qovernmental aqency *
B. Upon the oncurrence of any Event of

Default, Lessor may, at its option, terminate thls-Lease
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Agreement_and also>may proceed by appropriate court action
to enforce performance by Lessee of obliéatiohs under this
Lease Agreement or to recover damages (if any) fof which
Lessee is responsible at law, under contract or'otherwise
(and Lessee agrees to.bear Lessor's costs énd expenses,
including reasonable attorney's fees, in securinquuCh_
enforcements). o

Notﬁing in this Section 8B Shall'be construed
as'an acknowledgment by either party that ény damages are
necessarily_contemplated or will result frqm aﬁy Event of

Default.

9. Termination

) At the expiration or termination of thivaeaée.
Agreement as to any’of the Boxcérs, Lessee wiil surrendér
possession of such Boxcars which are on Lessee's railroad
lines or on the line of an affiliate of Lessee to Leééor by
delivering the.same to Lessor at Lessor's expense. Lessee
agrees to follow Lessor's instructions ih directing' ”
railroads in possession of the Boxcars to return the.
Boxcaré, at Lessor's expense.except when a Boxcar is on thé
line of Lessee or an affiliate of Lessee. Léssor shall be
entitled to 100% of the car-hire revenues colleéted_by.
Lessee for the period after termination of this Lease .
Agreement and shéll be responsible for all obligations .
relative to the Boxcars which accrue aftei‘éuch termina-
tion. Lessor shall accomplish such.removal and replacement_
of railroad markings by either (i) directing Lessee Eo»ao )
80 as to units in Lessee's possession or (ii) arranginq to
have the railroad in possession perform such wo:k,.all at
Lessor's expense. Lessee shall provide up to ohe hundred‘
ahd twenty (120) days free storage on its railroad traéksv

for any terminated Boxcar or Boxcars.



‘Indemnities

Lessor agrees to defend, .indemnify and save
_?ﬁéthiesszLessee against any loss, 1iability, claim, damage
'p?égAexpense (including the reasonable cost of investiga£ion
and defending against any claim for damages) which Lessee
may incur By reason of Lessee's performance under ;his Lease
Agreement including (but not limited toi its leasing, using
or storing of Boxcars during the term hereof, and save
Lessee harmless against any claim or suit by reason oﬁ any
accident resulting in damage to property or injury to any
person, except any loss, liability, claim, damage or exgense
proximately caused by the negllgence of %ﬁgﬁﬁfL WW”M ﬁj{

Lessee agrees to defend, indemnify and save
harmless Lessor against any loss, liability, claim, damage
or ekpense (inéludingfthe reasonable cost of investigation
and defending against any claim for damages) which are

proximately caused by the‘negligence of Lessee.’

11. Warranties and Covenants

A. Lessee represents, warrants and covenants
that:

(i) Lessee is a corporation duly organized,
validly existing and in good standing under the laws of the
state where it is incorporated and has the corporate power,
authority and‘is duly qualified and authorized to do
business wherever necessary, to carry out its present
business and operations and'to perform its leigations under
this Lease Agreement.

(ii) The entering into and performance of this
Lease Agreement will not violate any judgment, order, law or
regulation applicable to Lesseé or result in any breach of,
or constitute a default under, or result in the creation of

any lien, charge, security interest or other encumbrance

2,
»
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upon any assets of Lessee or on the Boxcars pufsuant to any
inétrument to which Lessee is a party or by which it Or:its
assets may be bound. The execution and delivéry by Lessee
of this Lease Agreemeﬁt has been duly authorized, and tﬁis
Lease Agreement constitutes a valid and binding obligation
- of Lessee enforceable in accordance with its terms. No
consent, approval, authorization or orderfof ény couri or
governmental agency or other body is required byior o@"
' beh#lf of Lessee to consummate the transactions ccnfemplated
herein. |

(iii) There is no action or broceeding pending
or threatened against Lessee before any court or
administrative agency or other governmental bbdy which Qill,
'in Lessee's opinion, result in any material adverse effect 
on tﬁe busiﬂess, properties and assets, or conditions,
_finéncial or otherwise, of Lessee. o |

(iv) There is no fact which Lesseé has not‘
disclosed to Lessor in writing, nor is Lésseewa patty to'any
agreement or instrument or subject to any charter or othér
corporate restriction which, so far as the Lessee Can,hoﬁ
.'ieasonably foresee, will individually or in the aggregate
’ ,mate:ially adversely affect the business ¢ondition or any .
méteriai portion of the properties of Lessee or the ability
ofiLessee to perform its obligations unaer this Lease
Agreement. ‘

| Upon request of Lessor, Lquee ehall deliver tﬁ'

Leésor an oplnion of its counsel addreqsed to Lessor, 1n i'
form and substance satisfactory to Lessor which opinion |
shall confirm and be to the matters set forth in this
Section 1l.

B. Lessor hereby represents and warrants “that

it has full authorlty to enter 1nto this Lease Agreement and

to lease the Boxcars to Lessee as provided herein.



12.  Inspection

| Lessor at its own risk and expense shall at any
time during normal business hoﬁrs have thé right to‘enter
Lessee's premises where the Boxcars may be located for the
purpose of inspecting and examining the Boxcars. Lessee
shall to the extent practicable immediately notify Lessor of
any accident connected with the malfunctioning or opération
of the Boxcérs including in such report the time, place and
naturé of the accident and the damage caused to'property. |
.Such report shall be given promptly after Lessee réceives

knowledge of such accident.

13. Miscellaneous

| A. Except as set forth in Section 6, Lessee's
fights shall be subject and subordihate to the rights_of any
owner or secured party under any financing agreement'entered
into by Lessor in connection with the acquisitioﬁ of |
Boxcars. Upon receipt of notice‘to LeéSee froﬁ any such
secured party or owner that an event of default has occurred
and is continuing under such financing_agreement, such party
may.requi:e that all rent shall be made directly to suéh |
securéd_party or owﬁer and/or that the Boxcars be returned
to such party. However, Lessee shall havé‘the rightJto cugeA
Lessor's defau1t uhder such financing agreement aﬁd Leséor
agrees to.reimburse Lessee fot any amounté paid to such |
secured'party or owner on behalf of Lessor. -

| B. This Lease Agfeement shall be binding upbﬁ
and shall inure to the benefit of the partiea hereto and
tﬁeir respective guccessors and assigns, except that Lessee
may not without the prior written consent of Leésor assign
bthis Lease Agreement or any of its rights hereunder o;
sﬁBleasé‘the Boxcars to any party, and any purported

assignmént or sublease in violation hereof shall be void.
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C. Both parties égree to execute the documents
contemplated by this transaction and such other documents as
may be required in furtherance of this Lease Agreement.

D. It is expressly understood and agreed by
théAparties hereto that this Lease Agreement constitutes

lease of the Boxcars only and no joint venture or

 partnership is being created. Notwithstahding‘the‘

calculation of payments, nothing herein shall be construed

~ as conveying to Lessee any right, title or interest in the
Boxcars except as a Lessee only and except as provided in

Section 6(2) hereof.

E. This Lease Agreement shall be governed by
and cohstfued accordihg to thé laws of the Stéte of'Illinois;
F. All notices hereunder shall be in wr1t1ng _”
and shall be deemed given when delivered personally or when
deposited in thg United States Mail, postage prepald,
certified or registered, addressed to the othervparty_at the
following addreSSéé: |
Emons Industries, Inc.,
490 East Market Street,
York, Pennsylvania 17403

Attention: President

Waterloo Railroad Company
233 North Michigan Avenue
~Chicago, Illinois 60601

Attention: Treasurer
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IN WITNESS WHEREOF, the parties hereto have
executed this Agreement as of the year and date first above

written.

WATERLOO RA;nRo COMﬁANY g
By ;ﬁfl & A m "ﬂ 73 w"‘ mﬁ-’m
Title: Vlceﬂ}f251dent & General Counqel
Date Ang 23,/598
AéTEST:

%WWWM Secretary

EMONS INDUSTRIES, INC,, ,

......
u‘"

oy Jrtuen G N ////JL,.,M, .........

Ti, e Exggn;]yg yggg resident
- Date Auaust 22, 1978

ey /a )
ATTE 4 L
. rvnane!
R /
‘,.3‘,%{;4» wu«wuﬁ‘if'uu..q ” "’Uﬂmﬂl Loy
A AV
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'NOTARIAL ACKNOWLEDGEMENT OF RAILROAD'S EXECUTION

STATE OF ILLINOIS )
) S8
COUNTY OF C O O K )

» I, \]OL\J FA}LWS}/ , a Notary Public m and
for said County and State, hereby certify that PWJuaston/
Johp-Be-Geedrich, of the WATERLOO RAILROAD COMPANY, who is
personally known to me and known to hold the office ofVicw FRes.
Gac&eea*y of said corporation, and the same person whose .
name is subscribed in the above instrument as such officer,
.appeared before me this day in person in said State and
County, and being by me duly sworn, did say that he held the.
aforesaid office in the Waterloo Railroad Company on the '
date of the execution of the said instrument, and that the

seal affixed to said instrument is the corporate seal of

said corporation, and that the said instrument was signed .
and sealed in behalf of said corporation by authority of its
Board of Directors, and he acknowledged that he, being
informed of the contents of the instrument as such officer,
signed, sealed and delivered the said instrument by
.executing said instrument on behalf of the Waterloo Railroad
Company as his own free and voluntary act as officer thereof
and as the free and voluntary act and deed of the said
corporation for the uses and purposes therein set forth. I
further certify. that the seal of said corporation as affixed
to said ‘instrument 3 z,attested and proven before me by

e retary of said corporation.

Given under my hand and seal of office in Chicago,,
Cook County, Illinois, this23 day of Augqus7 . 1975
vy A '

Notary Public -
My Commission Expires 3/&?/5/ .
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‘NOTARIAL ACKENOWLEDGEMENT
STATE OF PENNSYLVANIA )
. ) S8
COUNTY OF YORK )
I, 'Erdyce Horvatinovic s A Notary Public in

and for said County and State, hereby certify
that Joseph W. Marino , who is personally
known to me, and known to hold the office of

Executive Vice President of Emons Industrles, Inc., -

and the same person whose name is subscribed 'in the above
instrument as such officer, appeared before me this day in

" person in said State and county, and being by me duly

sworn, did say that he held the aforesaid office in Emons
Industries, Inc. on the date of the execution of the said

- instrument, and that the seal affixed to said instrument is

the corporate seal of Emons Industries, Inc., and that the
said instrument was signed and sealed in behalf of said
corporation by authority of its Board of Directors, and he
acknowledged that he, being informed of the contents of the
instrument as such officer, signed, sealed and delivered
the said instrument by executing said instrument on behalf

of Emons Industries, Inc. as his own free and voluntary act

as officer of Emons Industries, Inc.. and as the free and
voluntary act and deed of the said corporation for the uses
and purposes therein set forth., I further certify that the
seal of said corporation as affixed to sald 1nstrument was
attested and proven before me by

Herman Lazarus ; as Secretary of
said corporation. - : ,

Given under my hand and seal of office

in York, Pennsylvania , this 22nd day of
August , 1978 | ' -
; L u 4 My 1”"0
‘ MA]
1 otary PubllP @M”Myffwmmmy
Rﬂ‘y Vug ]f “lr&!
Mv Commission Explres RK counry o, W




